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Today’s Lesson Title:   A FREE-DEMOCRATIC SOCIETY’S ECONOMY-how do free people make their money?  This is the question we will answer in today’s lesson.

Capitalism-is an economic system based on the idea of investment.  People work hard, save what  cash they can after providing their family with  food, clothing, shelter, and a few luxuries. Then they invest their left over  cash in money making projects which hopefully will make them even more money.

       So where did Americans get this idea?

The Wealth of Nations –was a book published by Scottish philosopher Adam Smith in 1776(how convenient).  His message was save as much as you can and invest the savings in money making projects so your money could work hard instead of you.  He called it a free-market economy or capitalism.  Businesses are allowed to freely compete with one another and the ones with the best products for the best price survive.

THE PROBLEM

Some businesses make so much money that they become large enough to be able to afford to lose money long enough to force out smaller competitors.  Then, when all of their competition has been destroyed they can get away with raising their prices and because there is no competition they can keep the prices high.   This is called a monopoly.  By 1900 the U.S. Government had finally figured out they would have to get involved  if a truly free enterprise system was to survive.  They began breaking up monopolies into smaller business units so free competition could survive.

